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Chairman’s Remarks 


It is a great pleasure to have so many of our unitholders and their guests here today, and | extend 
sincere greetings to you at this the first annual meeting of TD Realty Investments. 


In their fullest measure these proceedings bear witness to the birth of an entirely new industry 
which has come into being in response to the particular requirements of Canadians. As you 
know, we in this country spend a larger portion of our national income on construction and 
development than most nations of the world. Financing this expansion of our residential, 
industrial and commercial facilities has been a demanding task and for some time it has been 
known that traditional sources of mortgage financing would have to be supplemented if the 
growth of these activities was to be sustained. The two sponsors of your Trust, The Toronto- 
Dominion Bank and McLeod, Young, Weir & Company commenced almost 2 years ago to seek 
a viable means of channeling additional funds into mortgage and real estate investment. 


Our search for a new form of real estate financing was an exacting and challenging pursuit 
which required identification and careful analysis of all financial and legal factors. During this 
period we had numerous meetings with federal and provincial authorities to advise them of 
our progress and direction. In the course of these discussions we made available the results 
of our considerable body of research and hence assisted the various securities commissions 
to establish in a relatively short time workable policies to govern the new REIT industry. We are 
proud of the role we have played in fostering this development. 


On behalf of the two sponsors of the Trust | would like to express our appreciation for the 
support given to us by so many in the financial community throughout Canada.during the 
period from June to October when we were in the process of registration. This endorsement 
of our objective is a further testimony to the fact that the business community is able and 
willing to meet our country’s changing social and economic requirements. 


To be a pioneer is seldom an easy course and we have drawn on the energies and talents of 
many. | wish today to pay special tribute to these people in acknowledgement of the role they 
have played. While it is impossible to name all of those who were instrumental in the formation 
of your Trust, | would like particularly to mention the special contributions of the Trustees who 
represent the Bank, McLeod, Young, Weir and the two legal firms. 


Because of the uncertainties as to the date we would be allowed to proceed, we were unable to 
establish our senior staff until late in the year, when Mr. Hemmans moved from his position as 
Vice-President, Credit, of the Bank to President and General Manager of the Trust. | am pleased 
to report that he is gathering about him an experienced full-time staff, and he will be reporting 
to you later in the meeting. 


Management responsibility for your Trust is vested in its Board of Trustees and we are indeed 
fortunate to have obtained the services of such a capable group of men who are persons of wide 
experience and proven ability in management and finance in the real estate industry. We are 
indebted to them for their counsel and advice and on your behalf | express to all of them our 
thanks for the responsibility they have assumed. 


R. M. THOMSON 


President’s Remarks 


Good morning, Ladies and Gentlemen. | am pleased to welcome you to the Annual Meeting 
of TD Realty Investments. One could say this meeting is a milestone. It is the first annual 
meeting of the first real estate investment trust in Canada. 


In view of the circumstances, | believe it would not be inappropriate if, before discussing 
facts, figures and policy in the usual manner, | told you what brought about the creation of 
TD Realty Investments. 


Real estate investment trusts are not new. They have been in existence for many years in both 
England and the United States, but it was not until 1960, when the U.S. Internal Revenue Code 
was amended to allow REITs to be treated as conduits for income tax purposes, that they were 
of any significance in the U.S. scene. Following the amendment to the Revenue Code, a large 
number of REITs were formed in quick succession and by 1972, there were approximately 
120 in the United States with total assets in excess of $7 billion. The Toronto-Dominion Bank 
had been following their progress with particular interest, for reasons | shall mention later, 
and by 1970, it had from its observations satisfied itself that the concept was worth adopting 
in Canada. 


| 
: 


The Toronto-Dominion Bank was particularly interested in REITs because of its own strong 
position in real estate financing. Shortly after the end of World War II it had realized that the 
changeover from war to a peacetime economy would create heavy demands for all types of 
construction and serviced land. Consequently it turned its attention to this field and started 
developing a group of specialists in construction and development financing. 


The Bank’s involvement in this field expanded steadily and successfully over the ensuing years. 
As the economy passed through various business cycles it became apparent that the industry 
in general suffered from a shortage of funds. Having identified the need, the Bank then decided 
that the best way to satisfy it would be to find a medium that would draw new money into the 
pool that served the industry. A REIT seemed to provide the answer, and after watching their 
progress in the U.S. for several years a decision was reached in 1970 to form one in Canada. 
Little did the Bank know that it would take two years to get it operative, but, despite the 
unexpected problems, it succeeded, and in 1972 TD Realty Investments became an operating 
reality, and the REIT industry in Canada was born. 


Subsequent events have confirmed the soundness of the Bank’s judgement. The issue was 
heavily oversubscribed, over 11,000 people invested in TD Realty and the price of Units has 
moved up from the issue price of $25.00 to over $30.00. At the same time, the Trust’s loans 
have grown steadily, and at year-end its portfolio of committed loans was $54 million of which 
$33 million had been funded, and as at this date the figures are $85 million and $45 million 
respectively. The two proved that the Bank’s assumption that there was a place for REITs in 
Canada was correct and that it had made a right move in starting one. 


We might mention that these figures were released to the press half an hour ago together with 
the announcement of a quarterly dividend of 35¢ per Unit. In accordance with stated policy, 
earnings of the Trust are being passed on to Unitholders quarterly in rounded amounts, at 
year-end in full, and the dividend | have mentioned represents the bulk of earnings for the 
first quarter of the current year. 


Turning now to the policy of TD Realty Investments. The Trust’s capital funds total $75 
million, and as | stated commitments already exceed this figure. It is readily apparent, there- 
fore, that the Trust is on the verge of having to borrow money. Plans for such action are in a 
forward state. 


There are many factors which will come to bear in determining how we manage our liabilities. 
Conditions of the moment are a major consideration. For example, right now at the interna- 
tional level we are facing problems of currency revaluations, at the national level uncertainties 
as to what Canada’s fiscal and monetary stance should be, anti-unemployment or anti- 


inflation. The details are well known to all of you and we have no thought of presenting any 
sort of case here. Sufficient to say that the possibility of such changes overhangs the market 
at all times and it is essential therefore that a financial institution such as the Trust keep a 
reasonable degree of flexibility in its investment policy and fluidity in its investments. To achieve 
and maintain this position it has and will continue to be the Trust’s policy to keep average 
maturities at the short end of the market and to place a significant part of its funds in floating 
rate loans. On the borrowing side we believe it is best, at least in the initial stages, to go to 
the short and mid-term market for our money. 


The present status of the Trust’s investment portfolio is representative of the policies | have 
recited. A broad analysis shows that of the $85 million that has been commited 55% is in NHA 
and Conventional mortgage loans, close to 90% of the overall total is in loans with terms of 5 
years or less and 35% is in loans with interest at floating rates. 


In broad terms our overall policy is to provide the 11,000 Unitholders with a portfolio of 
investments that will generate both a stable income flow and a reasonable degree of pro- 
tection against inflation. Restrictions imposed on the Trust at inception dictate that the 
former dominate its activities. Nonetheless, some room has been provided for profit-par- 
ticipating investments, and it is our intention to-fill this bracket as quickly as we can. There — 
are already two such investments on the books of the Trust, and we are at the moment looking 
at several others. 


Summing all this up it will be the objective of the Trustees and Management on behalf of the 
Unitholders to build up a diversified portfolio of mortgages as quickly as good sense permits, 
and at the same time keep as close to 10% of its assets in equities. In using the word diversified 
we mean diversification in all respects—amount, type of real estate, location, etc. 


If | may be so presumptive | would like on your behalf, and certainly my own, to express 
appreciation to the personnel and to the Trustees of TD Realty Investments for their con- 
tribution to its success to date. As all of you know, there are many organizational problems in 
setting up a new business. TDRI was no exception. Despite all the routine distractions and 
aggravations, the staff has done a remarkably good job, and | would like to thank ¢hem for 
their fine efforts. As for the Trustees, | can assure you, ladies and gentlemen, that they serve 
you wisely and with dedication. Collectively, their broad knowledge of business, particularly 
the real estate business, adds tremendously to the Trust’s strength. So to both the staff and 
the Trustees, we say thank you. 


G. E. W. HEMMANS 


